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principal. The Rhoduses were indicted also on 
various criminal charges, but managed to get out of 
all of them by the aid'of their own undoubted in- 
genuity, long experience and the advice of clever 
criminal lawyers of the familiar type. 

Yet, one of these amiable brothers is even now en- 
deavoring to make a little easy money through a con- 
nection with one or more life insurance companies. 
Under date of June 11, 1912, Birch F. Rhodus wrote 
the following letter to a small but very reputable 
company. 

“The writer believes that he can suggest a feature 
which should make it easier to write business and 
which should tend to prevent lapses. It could be 
used at any age, for any amount, and on any form of 
policy. It would not increase the net rates nor the 
reserve and could be attached to your present policies. 

“Should you be interested, I would be glad to ex- 
plain the feature in detail. Should you then adopt it 
or any of its features you are to pay me for my serv- 
ices $200 in cash and fifty cents a policy for each 
policy you issue with this feature during the first 


year; settlement to be made monthly. Should you 





not adopt the plan, you should be put to no expense | 


whatever. This leaves the matter of adopting it en- 
tirely in your hands. 
“The writer was vice-president and actuary of 


one life company in which we wrote $9,000,000 of | 


new business in nine months, on a standard agent’s 
contract of from 40 to 50%, no renewals; was also 
president of a securities holding company which had 
2,600 stockholders and president of the life insur- 
ance company it owned. In the latter company we 
got business on a standard agency contract of 20%, 
no renewals. 

“I had expected to use this feature when we got 
back in control of the large assets we had accumu- 
lated, but as there has been four years of litigation | 
and the case is still dragging, am tired of waiting. | 

“Shall send you the full particulars on the basis 
stated, if you are interested, and await your advices. 

Very truly yours, 
(Signed) BIRCH F. RHODUS.” | 

The letter is written from an address in New York | 
City. One of the most amazing features of it is the | 
effrontery with which Rhodus’s past record is re- | 
ferred to as though it were something to be proud | 
of. The modesty of the proposition is also extremely | 
attractive—only a mere trifle of fifty cents. a policy, 
besides the insignificant payment of two hundred | 
dollars cash at the signing of the contract. This | 
scheme, worked with, say, fifty companies in dif- | 
ferent parts of the country, might be made rather | 
attractive—for Rhodus. 
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AN EXAMPLE OF STATE ‘ SUPERVISION.”’ 


Elsewhere in this issue will be found an article 
concerning the Americans, a fraternal order of 
Springfield, Illinois, which, like many before it, is 
the result of numerous amalgamations of similar 
concerns. This concern was examined by the Colo- 
rado Insurance Department, which sfates that it 
found it hopelessly insolvent, and therefore refused 
to license it. It was refused a license in Washington 
because of complaints that it did not pay claims 
against it, which complaints it was unable satisfac- 
torily to answer. In our article we refer to its il 
treatment of a member who had paid assessments for 
a number of years, but who, when her claim was 
made upon the concern because of an injury sus 
tained by the member, was completely ignored. She 
has been unable to get so much as an acknowledg- 
ment of her communications concerning this claim. 
A more cold-blooded and impudent case of repudia- 
tion has not come before us in some time. 

All of these facts were laid before the Illinois In- 
surance Department. After repeated urging, the De- 
partment went so far as to send a representative to 
the order to ask why this claim was ignored. The 
officers stated that the claim had been rejected and 
formal notice to that effect sent, but made no ex- 
planation of why it was rejected, and the statement 
that notice to that effect had been sent to the in- 
sured, or anyone else, was a deliberate falsehood. 
Yet, the Illinois Commissioner refuses to interest 
himself in the matter in any way. The State already 
enjoys an unsavory reputation in insurance circles. 
For many years it was the home of the worst brood 
of fire insurance wild-cats that ever stole premiums 
from unsuspecting inhabitants of the rural districts. 
It was from Chicago that the notorious Rhodus 
Brothers floated the last of their get-rich-quick 
schemes—the Central Life Securities Company— 
and nothing was done about it by the Insurance De- 
partment until hundreds of thousands of dollars had 
been collected and “absorbed” by the promoters. Chi- 
cago, too, was the original home of that De Quincy 
dream of Otto L. Van Laningham—the United In- 
surance Company—which, it was announced, was to 
have fifty millions of capital and surplus and write 
fifty-seven varieties of insurance. For years the 
State has been over-run by a lot of irresponsible as- 
sessment life insurance concerns, and it has been the 
scene of a score of life insurance promotions of 
various degrees of rascality. But why continue the 
recital of the shortcomings of this particular In- 
surance Department? They would fill this issue. 

Consideration of the particular case referred to in 
our report upon the “Americans” elsewhere herein, 
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and of the general lowering of the efficiency of the 
Department for years past ought to give a good deal 
of comfort to those who believe that it would be a 
good thing for the insurance companies and the pub- 
lic if the present system of State supervision should 
be superseded by National supervision. 
not one Insurance Department in ten in this country 
“earns its keep.” They collect hundreds of thou- 
sands of dollars, for which no adequate return is 
given. Most of them do not even try to justify their 
existence. 


The decent element in the insurance business ought 


to organize to fight the system which regards the ap- | 


Certainly | 
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pointment of an Insurance Commissioner as legiti- 
mate political spoil. The scandalous lack of efficiency 
which characterizes so many of the Departments is 
due, as a rule, to the political activities or political 
obligations of their respective heads. Most of them 
have among their subordinate officers and employees 
men of both honesty and ability, who could and 
would do some real work if they were permitted to. 
These are the men who should be at the head of their 
Departments, instead of being shackled by the 
authority of the “man higher up,” who very fre- 
quently is not the Insurance Commissioner but some- 
one beyond him. 








Latest Insurance Decisions Discussed 


By WILLIAM OTIS BADGER, JR. 
(OF THE NEW YORK BAR) 








It is our purpose month by month to discuss the most 
important recent decisions of the courts of this coun- 
try and Canada, which have an immediate bearing on 
questions of interest to the insurance public and to life 
insurance agents. The decisions themselves will not 
be printed in full, and the technical portions will be pur- 
posely omitted so that the comments on the case, while 
covering the facts involved and the conclusion of the 
courts, will be readable and within the understanding of 
the layman. 

If at any our subscribers should desire com- 
plete aecision in a case we refer to, we shall be glad to 
obtain it for them. 

HEIRS OF BENEFICIARY TAKE. 
Where Policy upon a Man’s Life is Payable 
to his Wife as Beneficiary, and the Wife Dies 
before the Husband, and in the Interval be- 
tween Their Deaths, He Continues to Pay the 
Premium; Held that the Heirs of the Wife are 
Entitled to Proceeds. 

An important decision of the N. Y. Court of Appeals, 
which renders the above ruling, has recently been 
handed down. The following extracts give the facts of 
the case in full: 

The attion was brought to recover the amount of an 
insurance policy issued by the defendant on the life of 
the plaintiffs’ testator and the contest is between plaiu- 
tiffs and the residuary legatees of the testator’s wife, 
Corrie J. Bradshaw. No question is made by the defend- 
ant that it is liable to pay the amount of the policy to 
one of the two sets of claimants. 

While testator’s wife was living, he had some talk 
with one of defendant's agents about taking out a policy 
of life insurance, payable to ‘his wife, if living, or to their 
children. Subsequently written application was made to 
the defendant for a policy to be issued on his life. In 
this application he was described as “the person pro- 
posed for insurance,” and the application was signed in 
the name of his wife by him; the signature being placed 
opposite a printed instruction on the application that “a 


time 





wife may sign by her husband.” In response to this 
application, a policy was issued payable on the death of 
the assured to “Corrie J. Bradshaw, wife of Robert C. 
Bradshaw, * * * for her sole use, if living, in con- 
formity with the statute, and if not living, to their chil- 
dren, or their guardian for their use.” The policy was 
delivered to the testator, who appears to have retained 
it in his possession and who paid the premiums thereon. 
The wife died before he did; without children and leav- 
ing a will, which did not specifically bequeath the policy, 
or its proceeds, but did contain a residuary clause in 
terms broad enough to cover the same. Subsequent to 
his wife’s death, testator wrote to the defendant advising 
it that he had its two policies, including this one, and 
stating “those are payable to my wife. * * * She 
died July Ist * * * and I desire these policies pay- 
able to my estate. Will you please attend to this for 
me.” The defendant requested testator to supply affida- 
vits'setting forth the death of his wife, the fact that she 
left no children and that she died leaving a will; which 
was done. Upon receipt of this, a letter was written to 
testator in the name of the defendant’s general agent by 
one Pratt, who styled himself “Cashier,” as follows: “I 
am in receipt of your favor of the 5th inst., asking me to 
report progress in the matter of changing your policy. 
* * * You filed an affidavit of the death of Mrs. Brad- 
shaw, which is all that is necessary to do in the matter. 
The records of the company will show the fact that the 
policy has been made payable to your estate.” There- 
after, testator continued to pay the premiums on the 
policy. The trial court directed a verdict for the de- 
fendant and on appeal to the Fourth Appellate Division, 
the judgment entered on the verdict was affirmed. The 
plaintiffs further appeal to this court. 

Gray, J. I think that the judgment below was right. 
The plaintiffs had no interest in the contract sued upon 
and I am unable to understand how any new contract 
was created between their testator and the defendant. 
The policy of insurance, upon which the plaintiffs seek 
to recover, was a contract with the wife of the testator 





































































































































































































































































































































































LEGAL NOTES—Continued, 
and though procured by him for her benefit, he was act- 
ing as her agent and represented her. It was immaterial 
that he paid the premiums and retained possession of the 
policy; those facts did not affect the contract as one with 
her alone. He acquired neither interest in, nor power ot 
disposition over, the policy. His relation to it was that 
of the life insured; while hers was that of the legal 
holder, in whom, solely, was vested the interest. This 
cannot well be disputed upon the cases (see Whitehead 
v. N. Y. Life Ins. Co., 102 N. Y. 143; Holmes v. Gilman, 
138 id. 369; Shipman v. Protected Home Circle, 174 id. 
398; Millard v. Brayton, 177 Mass. 533), and the princi- 
ple was recognized, when this case was, previously, be- 
fore us. (187 N. Y. 347.) Under the statute, Laws 1873, 
ch. 821, sec. 2), the testator’s wife was given a power to 
dispose of the policy by will, upon the exercise of which 
there was no limitation; there being no issue Of the mar- 
riage. As she left a will, which comprehended in its 
residuary clause a disposition of the insurance moneys 
to others; they, as her legatees, only, are entitled to 
recover them from the defendant. 


I cannot agree in the view that there resulted from the 
transactions between the plaintiffs’ testator and the 
defendant, after the death of his wife, some new agree- 
ment by the latter to insure his life for the benefit of his 
estate; or that an estoppel arose thereout, which disabled 
the defendant from denying the plaintiffs’ right to re- 
cover upon the policy in question. If we might assume, 
which I gravely doubt, that an agent could commit the 
defendant to a new and different liability, the letter, 
which is relied upon, could not alter the existing con- 
tract, and it did not effect a new one. If the assured 
supposed that the policy could be made payable to his 
estate, his ignorance of the law would not excuse him. 
Equally, the mistake of an agent of the defendant, in 
construing the contract and the rights of the assured 
under it, would not estop the defendant from thereafter 
taking. that position, which the correct legal interpreta- 
tion required. The parties had the contract before them 
and were chargeable with the knowledge of its legal 
effect and operation. Whether the assured, after his 
wife’s death, could change the policy and have it made 
payable to his estate was a matter, which the law took 
care of, and what the defendant’s agents said, or wrote, 
about it was a matter of opinion, which could not estop 
the defendant from asserting differently, upon being 
advised as to the law. (Sturm v. Boker, 150 U. S. 312; 
Brick v. Campbell, 122 N. Y. 337.) I cannot see that 
the assured was misled to his prejudice, in the sense that 
he was prevented from changing the terms of the exist- 
ing policy, or from doing anything which he otherwise 
would have done. He lost nothing by relying on the 
word of the agent: for he had nothing to lose. There 


was no change he could have effected in the contract, by ° 


agreement, or by action, and there is nothing upon which 
to base any inference that he desired to procure new in- 
surance; nor is there any reason apparent why he should 
The question of the case is not what the assured sup- 
posed, or what he was led to believe by the defendant’s 
agent, but what was the agreement which the defendant 
was obligated to perform. That is to be determined 
from the allegations of the complaint and they set out 
the insurance policy and the transactions between the 
assured and the defendant, upon the former’s applica- 
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| tion to have the terms of the policy changed and to have 


the amount thereof made payable to him. The policy 
was a contract with the wife and the transactions alleged 
and proved were ineffectual to alter it, or to divert the 
insurance moneys from the wife’s residuary legatees. 

There was no cause of action alleged in the complaint 
based on a right to recover back the premiums paid by 
the plaintiffs’ testator and none such was added. The 
plaintiffs were suing to enforce payment to themselves 
of the moneys, which were payable by the defendant 
under the terms of the policy of insurance. But having 
no interest in the policy, as representatives of the as- 
sured, I am unable to perceive how they can, upon the 
cause of action alleged, be deemed entitled to recover 
the premiums in question. What took place at the trial 
neither extended the plaintiffs’ right of recovery, nor 
added such a cause of action. There was nothing before 
the court but the issue tendered by the plaintiffs as to 
their right to recover the insurance moneys under this 
policy and I cannot find that any other question was 
raised. Having failed to establish their cause of action, 
as alleged, the plaintiffs were in no position to recover 
upon any different one. (Southwick v. First Nat. Bank 
of Memphis, 84 N. Y. 420.) 

I think that the judgment should be modified, in ac- 
cordance with consent of defendant, by crediting on 
said judgment the premiums paid by plaintiffs’ testator 
and interest thereon to date of judgment and, also, the 
plaintiffs’ costs to the date of service of offer of judg- 
ment, such amounts in case of dispute to be fixed by the 
Supreme Court; and as so modified that said judgment 
should be affirmed, with costs. 

Cullen, Ch. J. (dissenting). I think that in no view 
of this case can the judgment appealed from be affirmed. 
If we assume that the plaintiffs cannot recover the 
amount of the insurance upon the life of their testator 
either because the agreement to transfer the policy from 
the testator’s deceased wife to himself was void for 
want of legal power or because the agent was without 
authority to make it, then the plaintiffs were entitled to 
recover the amount of premiums paid by their testator 
after the decease of his wife with the interest thereon. 
It was not necessary that they should bring their ac- 
tion for that purpose. The complaint alleges not only 
the policy, but the agreement or statement of the de- 
fendant made after the death of the wife that it had 
transferred the policy so as to make the insurance 
money payable to the testator’s estate, and that relying 
on that he had paid various premiums. The defendant 
repudiated the agreement on one or both of the grounds 
mentioned. On a repudiation of the agreement it was 
bound to restore the premiums it had received. Strictly 
speaking, it should in its answer have tendered their 
return and paid the money into court. (Waddington vy. 
United Ins. Co., 17 Johns. 23.) This remains the gen- 
eral rule throughout the country (1 Bigelow on Frauds, 
p. 80, and see cases there cited), but it has been modi- 
ed in this state by the decision in Harris v. Equitable 
Life Ass. Socy. (64 N. Y. 196). That was an action on 
an insurance policy in which the defendant set up fraud 
and offered to allow judgment for the amount of the 
back premiums and interest. On the trial the court ex- 
cluded proof of the offer and directed a verdict for the 
amount of the policy because the defendant had not re- 
turned or offered in its answer to return the premiums. 
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LEGAL NOTES—UContinued, 
The judgment was reversed at the General Term and on 
appeal the reversal was affirmed by this court. The 
court held that the offer to allow judgment was a suffi- 
cient offer to return because the judgment in the case 
could have awarded to the plaintiff the relief to which 
he was entitled in case the defendant succeeded in_ its 
repudiation of liability. Allerton v. Allerton (50 N. Y. 
670) was cited as an authority sustaining the decision, 
but there is not a suggestion that because the plaintiff 
did not accept the defendant’s offer the defendant was 
entitled to keep the money. When the court decided 
that restoration in advance was unnecessary because the 
judgment in the action could take care of the plaintiff's 
rights, it necessarily decided that no other action to re- 
over the premiums was necessary and that they could 
be recovered in that action, for if another action was 
necessary for that purpose, then relief could not have 
been afforded in the action then before the court. ’ 

The plaintiffs waived nothing by the course of their 
counsel at the trial. He asked the court for nothing 
except to go to the jury on all the issues in the case. He 
frankly told the court that he should claim that he was 
entitled to the return of the premiums. 
if he had confined his claim to a verdict for that amount 
the court would have directed such a verdict, but he 
wanted more. He was not bound to accept the court’s 
suggestion. 


the law to the facts as viewed by him but that he erred 
in his conclusions of fact or that there were disputed 
questions of fact which should have been submitted to 
the jury.” (Clemence v. City of Auburn, 66 N. Y. 334, 
338; Baylies New Trials & Appeals [1st ed.], p. 185.) 
Asking a trial court to direct a verdict, unless followed 
by a request to go to the jury in case the direction is 
refused, often leads counsel into fatal difficulties, and 
there may be times when it is wiser to have the case 
passed upon by the jury even if the court intimates a 
willingness to comply with a request if made. But what- 
ever may have been his-reason, counsel could stand on 
his rights and his exception to the nonsuit or direction 
of the verdict was good if there was any matter of fact 
to be submitted to the jury, or if as matter of law he 
was entitled to recover any sum. In Paltey v. Egan 
(200 N. Y. 83, 89) Judge Hiscock said: “The ordinary 
question is presented to us which arises on any nonsuit 
whether there was any view of the case on which the 
appellants should have been allowed to go-to the jury, 
and this brings us to the merits of the appeal. The ap- 
pellants were not required to make specific requests to 
go to the jury.” In Pneumatic Signal Co. v. Texas & 
Pacific Ry. Co. (200 N. Y. 125, 129)Judge Willard Bart- 
lett said: “A plaintiff in bringing his action thereby asks 
to go to the jury on any and every issue of fact which 
may arise upon the complaint and answer; and the 
specification by counsel of some issues which occur to 
him at the moment as especially proper to be submitted, 
when he perceives that the court is about to direct a 
verdict against him, does not constitute a waiver of his 
tight to go to the jury upen every other issue of fact 
which is really in the case.” : 

The question here discussed may be of vital importance 





It may be that | 


“Where a party is nonsuited upon the | 
motion of his adversary, over his objection and excep- | 
tion he may insist, upon a review of the decision, not | 
only that the judge at circuit erred in the application of 





to the plaintiffs. The action has been three times tried; 
three times on appeal to the Appellate Division and this 
is the second appeal to this court. The costs incurred in 
the action probably exceed the amount of the policy. 
The plaintiffs contend that the amount for which judg- 
ment was offered by the defendant was inadequate. If 
they are correct in this claim, they will not only -be 
relieved from the judgment for such costs, but will be 
entitled to recover them from the defendant. This can- 
not be determined by us. It can only be decided when 
costs are taxed on the final determination of the action. 
The modification made by the majority of the court 
leaves the plaintiffs subject to the imposition of costs in 
the courts below, and at the same time amounts to a 
denial of their right to recover costs. It seems to me, 
therefore, that the plaintiffs have the unqualified right 
to have the question determined by this court whether 
or not they were entiled to a verdict for the amount of 
the premiums paid by their testator. 

The judgment should be reversed and a new trial 
granted, with costs to abide the event. 


Vann, J. (dissenting). The defendant promised to pay 
the amount of the policy to Mrs. Bradshaw if living 
when her husband died, and if not then living, to their 
children; but no provision was made for payment to any 
one if she died. first and there was no child. As he sur- 
vived her and they had no children, the question arose 
to whom should the policy be paid in this contingency? 
Neither the company nor Mr. Bradshaw had any doubt 
upon the subject and both knew all the facts. Upon his 
application to have the policy made payable to his 
estate, cértain proof was required by the company, and 
when, after some trouble and expense, it was furnished 
in due form, the company, through its general agent 
duly and specifically authorized, wrote him that the 
policy had been made payable to his estate, as its records 
would show. He never saw its records, but acting upon 
this official declaration continued to pay the premiums 
for five years without taking out other insurance and 
then died, whereupon the company took the position 
that it had no right to make the policy payable to his 
estate and repudiated its action in that regard, claiming 
that it was not bound thereby because both parties had 
acted under a mistake of law. 


Upon the first appeal we did not have the application 
before us with it now appears that it was signed “Corrie 
J. Bradshaw, per R. C. Bradshaw.” The company knew 
this, yet upon the application of Mr. Bradshaw and after 
compliance by him with its exactions it formally notified 
him that this was all that it was necessary for him to 
do in the matter and that the policy had been made pay- 
able to his estate. Relying upon this he continued to 
pay the premiums. During the remainder of his life he 
rested on the assurance of the company that his life 
was insured by it for the benefit of his estate. After this 
written statement was made by the company upon the 
conclusion of the negotiations between. them, he fully 
performed on his part and died in the belief that he had 
a personal contract of insurance. The company now 
refuses to pay anything to his estate and even insists on 
keeping the premiums paid since it wrote him that he 
was personally insured. Taking something for nothing 
is a fraud when no gift is intended. I think the jury 
could have found under proper instructions that the 
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company was estopped from denying the existence of a 
contract such as Mr. Bradshaw supposed and had the 
right to suppose he had made with it personally, even ‘i 
the result is that owing to its own act it may be forced 
to pay twice. This evil would be less than the destruc- 
tion of all confidence by thousands of policyholders in 
deliberate and formal statements in writing of insurance 
companies that applicants for insurance are in fact in- 
sured. Such a statement made under the circumstances 
of this case should be regarded as a contract even with- 
out the aid of estoppel. The company should be held 
to have done what it well knew Mr. Bradshaw believed 
at the time it had done. Forms of contracts and 
methods of action are within the control of the com- 
pany and what it declared was sufficient should be held 
sufficient. The courts should take the company at its 
word, just as the insured did and as all insured persons 
do in making contracts of insurance. Such parties do 
not stand on an equal footing, for the insured is com- 
pelled to accept such form of contract as the company 
chooses to give, confiding in its knowledge of the law 
and relying on its promise, whether express or implied, 
to pay at maturity to the person whom it knew at the 
time of the transaction the insured expected payment to 
be made. 

This is written to suggest what should be done and in 
dissent from what is about to be done, and in so far as 
the judgment of the court denies recovery of the fuil 
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amount of insurance. No precedent in this state requires 
it and justice cries out against it. The way is open <o 
lay down the practical and wholesome rule that when 
an insurance company, in consideration of premiums to 
be paid and which are in fact paid, issues its written 
statement that the life of the one who pays for the in- 
surance is insured for the benefit of his estate, a con- 
tract is thereby made as binding as if written out in a 
formal policy. 

I vote for reversal and a new trial. 

Haight, Hiscock and Chase, JJ., concur with Gray, 
J.; Cullen, Ch. J., and Vann, J., read dissenting opinions, 
with whom Willard Bartlett, J., concurs. 

Judgment affirmed. 

Bradshaw v. Mutual Life Insurance Company, 41 In- 
surance Law Journal, June. 


FLITCRAFT’S MANUAL ISSUED. 

We have before us the twenty-fifth annual edition 
of this valuable publication. It is too well known to 
require any extended notice, but it is a satisfaction to 
us again to call attention to its many excellencies. It 1s 
well arranged and compact, and typographically as well 
as in its contents it would be hard to suggest any im- 
provement. The book, as usual, gives the text of the 
policy forms of the principal companies, the premium 
rates and guarantees and many useful tables. A copy 
should be in the hands of every life insurance field man. 








Reports Upon Companies and Associations 








AMERICAN ASSURANCE 
PHILADELPHIA PA, 
This company reinsured 
trial business of the 
surance Company, a 
company of Peoria, 
of May 3. 1912. The’ reinsurance 
agreement was approved by the In-| 
surance Commissioners of Illinois and 
Pennsylvania. By the transfer the 
American Assurance Company received 
10,142 policyholders and 25 managers 
and agents, No further information | 
regarding the reinsurance’ has been! 
received. 
At the end of 1911 this company haa | 
total admitted assets of $417,300; total | 
liabilities, including capital, surplus | 
and special funds, $76,932. The com- | 
pany could not send us itemized fig- | 
ures of its various liabilities. The paid 
in capital was $300,000; surplus and | 
unassigned funds, $19,921. A detailed 
report upon this company will be founa | 
in our annual volume. 


the indus- 
Peoria Life In- 

legal reserve 
Ill., under date | 


INSURANCE | 
CHICAGO, ILL. 


AMERICAN BANKERS 
COMPANY, 


Soe Fa Ge | 

Has Reduced Capital Stock. 
This company advised us that it has | 
reduced its authorized capital to $325,- 
000 for the reason that it proposed to 
take advantage of the recent Illinois 
legislation, which permits life insur- 
ance companies whose capital is all 


COMPANY, | 


| paid up capital was a little over $310,- 


|retary of the American Patriots, which 


paid up and of not less 
than $200,000 to write accident insur- 
ance as well as life insurance. The 


company’s authorized capital was for- 


an amount 


|merly $500,000, and at the end of 1911 | 
|the amount paid in in cash was $299,- 


179. The company advised us on June 
21, 1912, that it was not then pushing 
the sale of its capital stock; that its | 
000 


and it hoped to get the balance | 


|; paid up before the end of the year. 


/ Americans, 


THE AMERICANS, 


ILL. 


SPRINGFIELD, 


|of Hannibal, 


Claimant Can Get No Satisfaction. | 


A Hodge-podge of Reinsurance Deals, | 

This is a fraternal order, organized | 
under the laws of Illinois, for the pur- | 
pose of taking over a number of oth- 
er societies, among which were the 
Americans of California, and _ the 
American Patriots of Springfield, IIL, 
which concerns amalgamated prior to 
their merger in April, 1912, with the 
Springfield order. The present sec- 
retary, L. J. Pulliam, was also sec- 


order was formerly known as the Loy- 
al Sons of America, with headquarters 
as Farmers City, Ill. It was original- 
ly incorporated June 6, 1898, and com- 
menced business June 30 of that year. 
The name was changed to the Ameri- 
can Patriots by act of reincorpora- 


| The insurance 





tion, October 24, 1905, and the rein- 


corporated order commenced 
December 12, 1905. 
The statement for 
was not approved by the Illinois In- 
surance Department, but its state- 
ment as of December 31, 1905, showed 


business 


the year 1904 


| ledger assets of $186.76. The insurance 


in force 
1910 the 


was $115,500. 
assets 
in 


At the end of 
amounted to $80,523. 
force was $8,031,250. 
American Patriots reinsured a 
of other fraternal concerns 
the amalgamation with the 
among which were the 
American Benevolent Association of 
St. Louis, the Married Men’s League 
Mo., and the Keystone 
Guard of Athens, Pa. The reinsur- 
ance of the first two orders mentioned 
occurred in 1907. The latter reinsur- 
ance took place September 24, 1910. 
This was a straight reinsurance of 
the members of the Keystone Guard. 
That concern was dissolved by the 
Court of Dauphin County, and James 
M. Ballard of Troy was appointed re- 
ceiver. 

The Keystone Guard had made a 
specialty of issuing so called “5 year 
surrender value” or “5 year dividend” 
certificates, under which estimates of 
profits were made that were impossi- 
ble of fulfillment without drawing on 
the regular payments of other mem- 
bers; and such “dividends” could only 
be paid so long as “dupes” came for- 
ward in_ sufficient numbers. Such 
certificates are open to severe criti- 
cism, and the laws of various states 


The 
number 
prior to 
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The Americans, Springfield, I1l.—Contd. 
prohibit their issuance. There was a 
great deal of scandal connected with 
the Keystone Guard reinsurance. This 
was reported upon by us in Best's In- 
surance News for March 1, 1911. The 
Pennsylvania Insurance Department 
deemed the reinsurance deal illegal. 
This was the reason for the appoint- 
ment of a receiver referred to. 
It was shown officers of the 
order had received large sums of 
money from certain New York finan- 
ciers who purchased its’ securities; 
yet those officers claimed that they 
were innocent of any wrong doing, 
maintaining that they simply received 
the money as a _ remuneration for 
turning over the assets of he order. 
Newspaper ‘items. stated that 
amount of securities taken over by 
the New York financiers was $289,000, 
and we were advised at the time that 
the directors of the Keystone Guard 
each received $5,000 as a considera- 
tion for selling out the order. 

Americans of California—Examination 

by Colorado Insurance Dept. 

The Americans of California, which 
was incorporated under the laws of 
California April 18, 1904, endeavored 
to enter the State of Colorado during 
the year 1911. An examination of its 
affairs was made by the Colorado In- 
surance Department. This was con- 
cluded early in March, 1912, when the 
order was found to be hopelessly in- 
solvent, and a license was refused. 
At that time the order had its head- 
quarters at Denver, it having 
from Kansas City, Mo., 
maintained headquarters 
weeks after leaving California. 

Primarily, the Americans of Cali- 
fornia was made up of the Americans, 
Western Fraternal Association, Com- 
moners of America of Los Angeles and 
the Colorado Lodge of the A. 0. U. W. 
The latter had withdrawn from the 
supreme jurisdiction of the A. O. U. 
W. about four years prior to merging 
with the Americans during February, 
1911. At the time. of the merger, 
there was a heavy deficit in the mor- 
tuary fund of the A. O. U. W. 


the which the 
Americans of California was being 
examined by the Colorado Insurance 
Department, it effected a merger with 
the Americans and the American 
Patriots, both of Springfield, Ill. 

The Colorad® Insurance 
advised us on June 7, 1912, that when 
it learned of the contemplated re- 
moval of the Americans of California 
to Springfield, Ill, it did not concur 
in the merger, though strictly speak- 
ing it was not necessary for it to do 
so, as the order was “foreign” so far 
as Colorado was concerned. 


The report’ of the examination by 
the Colorado Insurance Department, 
which is dated March 21, 1912, refers 
to the Americans of California as be- 
ing made up of the following merged 
societies: Fraternal Knights and 
Ladies of Washington, April 20, 1907; 
Western Fraternal Association of 
California, November 4, 1910; A. O. 
U. W. (Colorado Jurisdiction), March 


above 
that 


where 
for a 


it 
few 


During period in 


Department 
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20, 1911; American Patriots of Illinois 
and the Americans of Illinois Decem- 
ber 29, 1911. The report states that 
the merger of the last two was not 
made in full compliance with the 
Statutes; that the consent of the Cali- 
fornia Insurance Department had not 
been obtained. 





the | 


moved | 


The report also states that the Com- 
| moners of America merged with the 
| Western Fraternal Association on 
| March 11, 1910, which business was 
|included in that of the Western Fra- 
|/ternal Association taken over by the 
| Americans, November 4, 1910. 

The examiner found that the 
records of the order were very incom- 
plete and poorly kept. The’ report, 
|contains financial statements for each 
year since 1906. The admitted assets 
at the end of 1911 were $32,167, and 
the liabilities $187,442, nearly’ six 
times as much. The unpaid claims, as 
shown in the liabilities at the end of 
, 1911, were ,$153,252. A large propor- 
| tion of these claims resulted from the 
| A- O. U. W. business assumed by the 
} Americans. 
| The report 
|which the order had with agency 
|companies, and mentioned in _ par- 
| ticular two companies, one the Ameri- 
enn Syndicate and the other’ the 
Southwestern Securities Company. 
| The contracts provided for heavy com- 
missions on account of business writ- 
|ten for the order, together with other 
| large payments. 
| The 


also refers to contracts 


report also refers to a modest 
merger proposition voted upon by the 
supreme cabinet of the order on Oc- 
tober 12, 1910, providing for the 
| merger of all fraternals in the United 
States into one. The report states: 
“In anticipation of this resolution, 
{contracts were entered into October 
}11, 1910, with O. B. Blackburn of New 
York and N. B. Campbell of San Fran- 
cisco to act as agents for the Ameri- 
eans in furthering such mergers.” 
The report contains a copy of the 
contract. It provided for large pay- 
ments to Blackburn and Campbell 
upon the consummation of any 
mergers, and it was agreed that 
Blackburn of New York should devote 
his entire time to such work. Camp- 
bell was to attend to the issuance of 
certain first lien debenture notes to 
be used as an expense fund for the 
promotion of the work. 

The report states that early in 
1911 merger negotiations were carried 
on with the National Annuity Asso- 
ciation of Kansas City, “but owing to 
some difficulty, the same fell through.” 

the “remarks” of the ex- 
it is stated that the Ameri- 
is a “one man order” the presi- 
dent being elected once every four 
years, the Cabinet, the governing 
body for that period, being appointees 
of the president. It is further stated 
that certain members of the Cabinet 
had protested against the heavy ex- 
pense incurred by the Americans in 
merger propositions, but such protests 
were of no avail. 

President McLaughlin of the Ameri- 
cans, who we understand is no longer 


Among 
aminer, 
cans 
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connected with it, also comes in for a 
great deal of criticism on account of 
certain doubtful deals and transac- 
tions. 

The examiner strongly urged that im- 
mediate steps be taken to change the 
constitution and by-laws of the order, 
so as to provide for a representative 
form of government; that attempted 
merger propositions be discontinued, 
so as to Save expenses in this connec- 
tion; that the expenses of the order, 
outside of payments made to the cer- 
tificate holders, be kept within 15 per 
cent. of the income. Other important 
recommendations were made, among 
which was one providing for a thor- 
ough investigation by a competent 
actuary of the A. O. U. W. business, 
and that the amount of insurance 
called for under such certificates be 
pro rated on the basis of the mor- 
tality experienced and the premiums 
paid, or that the premiums be raised 
sufficiently to provide for the extra 
mortality. 

In a letter to president J. 
Laughlin, dated March 3, 
Colorado Insurance Commissioner 
closed a copy of the report of 
examination as conducted for that 
partment, and stated that 
consideration he was compelled to re- 
fuse a license to the order, unless it 
agreed to certain conditions, among 
which were that should become 
Colorado fraternal; adopt a 
sentative form of government; 
the expenses and rates of .the order; 
also file a sworn statement of income 
and disbursements with the Depart- 
ment each month, so long as the De- 
partment required it to do so. In re- 
plying to that communication, the 
president and secretary of the order 
stated that it would be practically 
impossible to comply with all the 
quirements made by the Colorado In- 
surance Commissioner, the main 
reason being that the consolidation of 
the Americans of Illinois, the Ameri- 
eans of California and the American 
Patriots of Illinois had already 
consummated. In closing their 
they stated that they considered it 
imperative that the contract of con- 
solidation be effected officially by the 
Insurance Department of Colorado, 
and license granted to the Americans 
of Illinois to operate in Colorado in 
order to safeguard the interests of 
the former members of the Americans 
of California and the A. O. U. W. of 
Colorado. 

Replying to the 
the officers of the Americans, the 
surance Department. stated that 
would consent to the consolidation 
the Americans of Illinois, the 
eans of California and the American 
Patriots, providing the expense of 
handling the Colorado business be re- 
duced to a minimum, and that no more 
than one salaried man be put in 
charge of the Colorado collections; 
that a sworn statement of receipts 
and disbursements of the Colorado 
business be filed monthly; that the 
order comply with the provisions of 
chapter 139, Colorado ‘Session Laws, 
1911, as to rates; that a copy of the 


L. 
1912, 


Mc- 
the 
en- 
the 
de- 

after due 


it a 
repre- 
adjust 


re- 


been 
letter, 


of 
In- 
it 
of 
Ameri- 


communication 





The Americans, Springfield, U11.—Contd. 


order’s constitution and by-laws be 
filed with the Colorado Department 
“with power of attorney, appointing 
in writing, the Commissioner of Insur- 
ance to accept service in any legal 
process or action, etc.” The Colorado 
Commissioner further required that 
the order should agree to place to the 
credit of the A. O. U. W. matured lia- 
bility fund monthly, for a period of 
one year, from April 1, 1912, enough 
money to pay at least 2 per cent. pay- 
ments on the face of claims then ex- 
isting. 

At the time the Colorado Depart- 
ment sent the foregoing communica- 
tion to the order, it also addressed a 
bulletin to the public, stating that the 
net admitted assets of the Americans 
of Springfield, Ill, on December 31,, 
1911, were $118,229.60; liabilities, $67,- 
921.57; not admitted assets, $16,068.11. 
The insurance in force was $3,296,297. 
It safe to say that the assets of 
the combined orders were far from 
sufficient to protect contracts at that 
time, Notwithstanding this, the 
bulletin of the Colorado Department 
made the optimistic statement that a 
good move had been taken in merg- 
ing the members of the A. O. U. W. 
with the Americans, adding “In Union 
there is Strength; their rates are 
quate, and in compliance with 
new fraternal law.” 

The bulletin stated that 
of the merger, the unpaid death 
claims in the A. 0. U. W. amounted to 
approximately $116,000 and that prac- 
tically all the beneficiaries have 
agreed to accept 2 per cent. per 
month until their claims are liqui- 
dated, “same to be paid from a fund to 
be created by devoting 50 per cent. 
of the first month’s assessment 
new members in Colorado only.” 
The merger was approved and certi- 
eate of authority given the combined 
order to transact business in Col- 
orado, and in conclusion the bulletin 
stated that the Americans of Illinois 
had positively guaranteed to pay the 
A. O. U. W. claims as above stated, 
for a period of one year from April 1, 
1912; “and it is believed by that.time 
the income from the 50 per cent. of 
first month’s assessment of new mem- 
bers in Colorado will be entirely ade- 
quate to continue this reduction of 
claims even on a more advanced 
scale.” 

Order Open to Severe Criticism for 
Ignoring Claims of Beneficiaries. 
It has recently been brought to our 

attention that this order is shirking 
its responsibilities, so far as payment 
of claims is concerned. The principal 
business of the order being that ot 
writing life and disability insurance, 
and promising to pay an amount 
specified in the certificate issued, the 
least it could do would be to make 
some sort of a settlement when a claim 
is payable. Notwithstanding this 
there have been a number of cases 
where the order has failed to live up 
to its contracts made with members, 
and, in fact, has ignored communica- 
tions received from members and 
their beneficiaries. 


is 


ade- 
the 


at the time 
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A direct illustration of the apparent 
irresponsibility of this concern is 
shown by the following case: 

Mrs. Linda Carroll, an elderly lady 
residing in the State of Washington, 
has regularly paid her premiums upon 
certificates originally issued by the 
American Benevolent Association in 
the year 1903. As stated in this arti- 
cle, the latter association was rein- 
sured by the American Patriots, 
which order in turn was combined 
with the Americans of California. 
Mrs. Carroll met with an accident in 
the fall of 1911, and the combined 
order, the Americans of Springfield, 
was notified of the claim the first 
week of December, at which time 
proper papers were drawn up and cer- 
tificate of attending physician at- 
tached thereto. Many communica- 
tions were addressed to the order by 
Mrs. Carroll and others. Copies of 
number of letters written to the order 
and to the Insurance Departments of 


man in Seattle who has’ taken a keen 
interest in Mrs. Carroll’s case, have 
been received by us. 

It is interesting 
hearing all the facts in the case, 
fused to issue a 
for the year 1912. 
ance Department 
order to continue 
also after receiving 
the case, concluded that nothing 
could be done in the matter, as under 
| the law of Illinois the Insurance De- 
|} partment has no authority to say to 
any society that it shall pay a claim, 
until the same has been reduced to a 
judgment. The Department also con- 
tended that the financial condition of 
the society was such as to make it 


license to the order 


has allowed the 
in business, and 
all the facts in 





of | 


it. 

It is to be regretted that the Insur- 
ance Department of Illinois should 
consider a concern with over $3,000,- 
000 of insurance in force, unpaid 
death claims of over $100,000 and ad- 
mitted assets of only $100,413 at the 
end of 1911, “responsible for any just 
claim against it.” In one of his com- 
munications, the Insurance Superin- 
tendent of Illinois stated that he had 
instructed the society to reply to com- 
munications sent to it by the repre- 
sentative. of Mrs. Carroll. Nothwith- 
standing this letter, and other similar 
ones addressed to the order, it has 
ignored the matter. Under date of 
May 14, 1912, the Insurance Super- 
intendent of Illinois advised Mrs. Car- 
roll’s representative that an officer 
of the Americans stated that Mrs. 
Carroll’s claim had been refused and 
added “there is nothing this depart- 
ment can do in a case where a society 
refuses to pay a claim, until the same 
has been reduced to a judgment. It 
will therefore be necessary for you to 
procure a judgment against’ the 
society before I can proceed against 
the same.” ; 

Answering the Illinois Commission- 
er’s letter, the representative of Mrs. 
Carroll stated that there had been no 








| outcome 


Washington and Illinois by a gentle-| 
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to note that upon) 
- the by the company in purchasing its home 
Washington Insurance Department re-| 


The Illinois Insur-| piven a lease 


| building 


|ing $25,000 


| ested 


|company in making this transaction. 
responsible for any just claim against ; 
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communication received from the As- 
sociation “either by myself or Mrs. 
Carroll. .. “It is their usual method 
of evading payment of legitimate 
claims, and I will make it my busi- 
ness to put this crooked organization 
out of busness, no matter what the 
cost may be. There are altogether 
too many of these crooked institutions 
stealing money from unsuspecting 
persons throughout the United States, 
and it is high time the authorities 


|have a very thorough house cleaning.” 


We have not been advised as to the 
of the matter, but will re- 
further developments. 


port any 


AMICABLE LIFE INSURANCE 
PANY, WACO, TEXAS, 

An examination of this company has 
recently been made by the Texas In- 


COM- 


a | surance Department. The report, which 


is dated May 7, 1912, is signed by Ar- 
nold C, Burton, actuary of the De- 
partment. It is based upon the com- 
pany’s condition on December 31, 1911. 
The examiner's figures are almost iden- 
tical with those filed by the company, 
all essential particulars. 

The examiner refers to the deal made 


office property from the First National 
Bank of Waco by which the latter was 
of the first floor of the 
at a monthly rental of $100 
for twenty years, though the space was 
estimated to be worth $300 per month. 
The company credits itself with receiv- 
ing $25,000 rent in advance; the figure 
at which it purchased the property be- 
less than the figure at 
which it was held by the bank. The 


|examiner states that there was no col- 


individuals inter- 
and the insurance 


lusion between the 
in the bank 


The examiner further states that ‘he 
did not appraise the home office build- 
ing and site, and mentioned that when 
it was accepted for deposit by the State 
Treasurer a value of $882,000 was 
agreed upon. 

The practice of the company in car- 
rying $25,000 net on one life is criti- 
cised, in view of the comparatively 
small number of lives insured. 

The high mortality of the company 
during 1911 was due, in part, to three 
claims arising from murder and sui- 
cide. Leaving out these cases, how- 
ever, the mortality was high. The ex- 
aminer states that “This condition is 
receiving the earnest consideration of 
the officers of the company.” 

The office system and the efficiency 
of the staff were commended. 


COLUMBUS SECURITIES COMPANY, 
PHILADELPHIA PA. AND 
NEW YORK, N, Y. 
Elsewhere in this issue will be 
found an article under the heading 
“Standard Life Insurance Company, 
Camden, N. J.” The Standard Life is 
controlled by the Standard Securities 
Company, which in turn is dominated 
by the Columbus Securities Company 
interests. The control of the Stand- 
ard Life was secured through an ex- 
change of stock of the Standard 
Securities Company for that of the 
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Standard Life. Suits have now been 
instituted to rescind this action. 

We have for a long time past re- 
ported unfavorably upon the opera- 
tions of this concern. A very com- 
plete report upon it appeared in our 
issue of January 2, 1912, pages 107- 
109, inclusive. 


CONSERVATIVE LIFE INSURANCE 
COMPANY, SOUTH BEND, IND. 


A Non-Going Company. 

We reported upon this company in 
Best's Life Insurance News for Jan- 
uary 2, 1912, referring to certain side- 
lights on the character of its manage- 
ment. The company was licensed to 
begin Dusiness February 7, 1912, hav- 
ing been incorporated March 23, 1910, 
so that nearly two years elapsed dur- 
ing its promotion. In the article re- 
ferred to we stated that $70,000 of the 
company’s authorized capital of $250,- 
000 had been paid in. We have just 
been advised by the Indiana Insur- 
ance . Department that the 
actually paid in was only $50,000, ai- 
though $100,000 has been subscribed. 

The Auditor of the State of Indiana 
advised us under date of June 28, 
1912, that this company had been or- 
dered to discontinue writing 
until the full balance of its 
stock is paid in. 


CORPORATION FUNDING 
ANCE COMPANY, READING, 


PA. 


In the Hands of a Receiver. 
This company was organized ,some 
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certificates of deposit that have been 
hypothecated and may possibly be re- 
leased through the payment of notes 
in several banks in this State.” 

The receiver, John C. McGinnis of 
Reading, has promised to send us 
further details “concerning this com- 
plicated transaction at a later date, 
when the intricacies of the situation 
are properly unfolded.” 

The company had a contract with 
the Reading Mutual Life Insurance 
Company by which it financed the 
business of that company. Its prin- 
cipal business, however, was the sell- 
ing of its own stock and that of the 
proposed stock life insurance com- 
pany. The contract between’ the 
Reading 
pany was abrogated on May 18, 1912, 
by mutual consent. 


EMPIRE LIFE INSURANCE COMPANY, 
ATLANTA, GA, 


Actuary Buttolph for 
Georgia Department. 


An official examination of this com- 


| pany was recently completed by Con- 
| sulting Actuary H. W. Buttolph, of In- 
| dianapolis, acting for the Georgia In- 


| surance 
business | 

capital | 
| vious 


Department, His report was 
dated May 8, 1912. It covers the period 
from March 31, 1911, when the last pre- 
official examination was made, 


| to March 5, 1912, and includes a state- 


& FIN-| 
cently 


ment of the new stock company re- 
formed to take over the busi- 


ness of the old mutual company, which 


| transaction occurred March 5, 1912. 


three or four years ago to promote a) 


stock legal reserve life insurance 
com»yany to be known as the Reading 
Life Insurance Company. It was op- 
erated by the officers of the Reading 
Mutual Life Insurance Company, an 
assessment -association, incorporated 
under the laws of Delaware in 1908. 

We have reported upon the affairs 
of both this company and the Reading 
Mutual Life Insurance Company from 
time to time, and it is therefore un- 
necessary to review their past opera- 
tions, which were very disastrous to 
the stockholders of both concerns. 
After all the funds paid in by the 
stockholders had been stolen or dissi- 
pated by the principal promoters and 
former officers of the company, 
Messrs. David Rothensies and Fred- 
erick G. Anderson, they resigned. 
The former was tendered a _ large 
banquet, and left with flying colors; 
but the latter left in a hurry to evade 
arrest. Indictments against both 
were obtained in various cities sinte 
their exit from the present company. 

We addressed a communication to the 
receiver for this company recently, to 
which he replied under date of June 
18, 1912, stating that the entire 
amount of money received from the 
stockholders, both of the Corporation 
Funding and Finance Company and 
the Reading Life Insurance Company, 
has disappeared; also that “the only 
assets available for stockholders is 
the amount receivable under the 
merging proposition and whatever 





The mutual company on March 5, 
1912, had gross assets of $1,060,776.07, 
from which were deducted as “not 
admitted” items aggregating $87,- 
660.64, leaving the “admitted” assets 
$973,115.43. The net reserve was $880,- 
060.48. Unpaid death claims aggre- 
wated $48,964.42; the present value of 
instalment claims was $67,510.17; the 
liability for special contract dividends 
was $25,644.92; and other items brought 
the total liabilities up to $1,045,582.00. 
This shows an excess of Habilities over 
assets amounting to $72,466.57. 
Receipts and Condition of New Stock 

Company, 

A new stock cempany, called The 
Empire Life Insurance Company, was 
formed, and on March 5, 1912, reinsured 
the outstanding risks of the mutual 
company. Mr. Buttolph found that the 
stock company had received on ac- 


‘count of capital stock $101,397.50 and 


premium thereon aggregating $177,105, 
which, with $71.52 of interest and $1,- 
013,793.32 of ledger assets received 
from the mutual company for the rein- 
surance of its risks, made the com- 
pany’s total income (including receipts 
on capital account) $1,292,367.34. Its 
disbursements were as follows: In- 
come certificates redeemed, $54,062.50; 
commission on stock sales, $12,500; 
salary and expense on _ stock sales, 
$176.81; exchange, $33.18; total dis- 
bursements, $66,772.49. This left a 
balance of $1,225,594.85. 

The financial condition of the stock 
company after the reinsurance, and on 
the basis of “admitted” assets, was, 
briefly, as follows: 


Mutual Life and this com-}- 





rom _ mutual 
company ....$87,660.64 
Stock notes.... 53,885.00 
141,545.64 
Total Admitted Assets .$1,131,031.96 
LIABILITIES, 
Non-ledger liabilities of mu- 
company assumed... 
Capital stock... S10L 887608 ee 
Surplus, including 
stock notes.... 37,937.46 
- +++ $139,334.96 
k 


stoc 
+e 53,885.00 


Total 
Deduct 
notes 


$1,131,031.96 
From the foregoing figures it is ap- 


parént that the entire surplus paid in 
by the purchasers of the Empire Life 
stock (stated to have amounted to 
$177,105), as well as all of the money 
raised through the sale of income cer- 
tificates, etc., had been dissipated. On 
the basis of “admitted” assets the paid- 
in capital of the company was impaired 
$15,947.54; but this is after deducting 
$53,885 of stock notes. We do not know 
whether all, or any part of this item, 
will be added to capital stock account 
when collected; or whether, on the 
contrary, it all represents contribu- 
tions to surplus. 

In considering the showing of the 
company, moreover, the fact that its 
assets have been marked up very ‘con- 
siderably must be taken into account. 
The net gain of surplus in this Way is 
stated by the examiner to be $41,409.48. 

The disbursements showed $27,855.76 
paid as “commissions and expense in 
the exchange of certificates.” This 
should properly be charged to the cost 
of selling the stock, for it represents 
the expense of inducing holders of in- 
come certificates to exchange 
for stock of the company, 

The largest single item >%f assets is 
stock of the English-American Loan & 
Trust Company, carried at $399,293.33. 
We have referred to this several times 
in previous reports. It represents the 
ownership of what is known as the 
“Empire Life Building,’ and the com- 
pany claims to have purchased the 
property for much less than it is worth. 
It has marked iit up on its books so as 
to make a substantial gain in surplus. 

The examiner says: 

“All policies issued prior to last Au- 
gust were valued upon the American 
four per cent. basis, although in many 
instances an additional liability was 
charged on account of the fact that 
certain values were offered in excess of 
the reserve, as ordinarily computed 
upon this basis, excepting in the case 
of one or two forms, the valuation of 
this business was made upon the full 
preliminary term basis. The policies 
issued since that date were valued 
upon the American 3% per cent. basis, 
preliminary term modified in accord- 
ance with what is commonly known as 
the Illinois Standard.” 

The examiner says that death claims 
are promptly paid, 

The liability for special contract div- 
idends covers only the amount’ which 
the company must pay during the year 


them 
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Great Southern Life, Tex.—Contd. 
avert unnecessary lapses. In con- 
clusion, he stated: 

“With the funds at the command of 
the company, with its interested and 
efficient officers, its capable staff of 
employes, and with its evident desire 
to act legally and justly, there should 
be a successful and useful future for 
the Great Southern.” 

The report is signed by R. C€. 
Burton, actuary of the Texas Insur- 
ance Department. 

GREENSBORO LIFE INSURANCE 
COMPANY, GREENSBORO, N. C. 
In last month's issue, page 6, we 

commented upon the fact that opposi- 

tion to the proposed merger of this 
company with the Jefferson Standard 

Life Insurance Company had arisen. 

It appears that on June 15, 1912, the 

stockholders of the Jefferson Standard 

Life voted not to merge with any 

other company, so that the deal is off. 


HOME LIFE INSURANCE COMPANY 
OF AMERICA, WILMINGTON, DEL.; 
HEADQUARTERS, PHILADEL- 
PHIA, PA. 


Has Reinsured Business of the Read- 
ing Mutual Life. 

This company reinsured the busi- 
ness of the Reading Mutual Life In- 
surance Company of Reading, Pa., 
early in June, 1912. The reinsurance 
was in effect a merger of the two 
companies, as three of the most 
prominent directors of the Reading 
Mutual Life, together with several of 
the officers, became officiay connect- 
ed with this company. The Reading 
Mutual Life had been operating since 
December, 1908, in Pennsylvania and 
Delaware, having been incorporated 
under the laws of the latter State. It 
wrote both ordinary and _ industrial. 
life insurance. 

This company advised us that 
assets of the Reading Mutual Life 
were sufficient to cover the reserve 
on its business, which was computed 
by the Pennsylvania Insurance De- 
partment as of December 31, 1911, and 
that no liens will be charged against 
the policies taken over. 

The Reading Mutual 
assessment association, 
formerly operated it 
moting a new stock, legal reserve life 
insurance company to be Known as 
the Reading Life Insurance Company. 
The promotion work was being car- 
ried on by a concern known as the 
Corporation Funding and Finance 
Company of Reading. The latter con- 
cern was also supposed to finance the 
agency work of the assessment life 
insurance company. The promoters of 
both concerns, and also the principal 
officers, conducted their affairs very 
extravagantly, and the money collect- 
ed from stockholders was practically 
all dissipated. (See articles upon 
these companies in this issue.) 

In a letter to the stockholders of 
the Corporation Funding and Finance 
Company and the Reading Life Insur- 


the 


Life was an 
and those who 
were also pro- 


——————— = == - : 
ance Company, dated June 3, 1912, the 
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new president of the life company, J. 
Cc. McGinnis, made the statement that 
the promotion of the new legal 
reserve company was abandoned be- 
cause it was impossible to raise a 
sufficient amount of capital. He also 
called attention to the adverse pub- 
licity given the life company by reason 
of the arrest of former officers and 
also by the criticism published after 
the State Insurance Department made 
its examination of the Corporation 
Funding and Finance Company. We 
have reported unfavorably upon these 
concerns for the past two or three 
years. 

The letter to stockholders further 
states that among the propositions of 
reinsurance which it received from 
several companies it was found that 
the Home Life of America had offered 
the most acceptable; that agreements 
were entered into under date of May 
22, 1912, for reinsuring in the Home 
Life. 

This company also 
policyholders of the 
to subscribe to its stock at $25 per 
share on the basis of five shares of 
stock for each $1,000 of insurance. 
This company will maintain an office 
in Reading for the purpose of hand- 
ling the business of the reinsured 
company. 

In the letter of Mr. McGinnis, he 
solicits the co-operation of the stock- 
holders of the Corporation Funding 
and Finance Company and of the 
Reading Life Insurance Company, 
which it was promoting, and states 
that efforts will be made to protect 
the best interests of these companies, 
“endeavoring to recover some of the 
money wrongfully taken from your 
companies, and we shall endeavor to 
use our influence in the liquidation of 
these companies to the satisfaction of 
the stockholders, securing for them 
as much as is possible under the cir- 
cumstances.” 

The Home Life Insurance Company 
has been in business since 1899. It 
has had a very fair growth, due 
largely to reinsurance, and is backed 
by reputable interests. The detailed 
report upon the company contained in 
our annual volume is interesting and 
should be carefully read. 

To the present Board of Directors 
of this company will be added three 
members of the Board of the Reading 
Mutual Life, viz., J. C. MeGinnis, G. B. 
Mauser and George M. Gamble. J. C. 
McGinnis, Jr., formerly manager of 
agencies of the Reading Mutual Life, 
will act in the same capacity for the 
Home Life. 


invited the 
Reading Mutual 


JEFFERSON STANDARD LIFE IN- 
SURANCE COMPANY, RALEIGH, 
N. C. 

In last month’s issue, page 6, we 
reported that objection had _ been 
made to the proposed merger of this 
company with the Greensboro Life 
Insurance Company, of Greensboro, 
N. Cc. A meeting of the stockholders 
of the company was held on June 14th, 


2 


and a resolution was adopted “declar- 
ing it to be the policy of the company 
to carry on its business without unit- 
ing with any other company... .” 

It is unfortunate that the proposed 
merger could not have been carried 
through. It would have been advan- 
tageous to the policyholders and 
stockholders of both companies. 


LIBERAL LIFE ASSURANCE 
PANY, ANDERSON, IND. 


This company assumed the assets 
and liabilities of the Liberal Life In- 
surance Company of Anderson, on May 
18, 1912, at a meeting of the 
holders of the latter company. 
reinsured the outstanding 
that company. 

It advised us under date of June 5, 
1912, that its financial condition after 
the transfer was completed was 
follows: 


policy- 
It also 


business of 


as 


General Stock 

Surplus from Sale of Stock. 

Ledger Assets transferred 
from The Liberal Life 
Insurance Company 


$50,000. 
50,000. 


189,192.78 


Total Income $289,192.78 
Disbursements. 

Promotion expense paid by 
R. P. Grimes and W. S. 
Wells, who first started 
organization of Company 
$2,576.00 

Expense for filing Charter, 
Articles of Incorporation, 
Interest paid Farmers’ 
Trust Company, and gen- 
erally preparing the Com- 
pany for business..$373.60 





2,949.60 
Balance 


Ledger Assets. 
| Book Value of Real Estate. 
Mortgage Loans on Real 
| Estate 40,300.00 
}Loans on 
|} cured by 
| Loans to Policy Holders... 
| Premium Notes on Policies 
| in foree 
|Book Value of Bonds...... 
Cash in Company’s office... . 
Deposited in Trust Com- 
pany 
Deposited in Trust Com. 
pany on interest......... 
Bills Receivable 
Furniture and Fixtures.... 


$50,000.00 


24,400.00 
69,160.07 


4,260.86 
22,399.21 
86.79 


8,669.80 


65,000.00 
49.65 
1,916.80 


Total Ledger Assets....... $286,243.18 
Non-Ledger Assets. 
Interest and Rents due and 
accrued 
Market Value Over 
Value 
Real Estate 
Bonds 
Net amount of uncollected 
and deferred premiums... 


12,400.00 
125.00 


4,355.13 








Gross Assets 


$305,855.23 
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Admitted Assets 
Liabilities. 
Net Reserve on outstanding 
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$10. It refers us to 




















of the paid 
shown by 
$93,554.44 


in capital 
the statement, 
































without any additional expense. 
understand that the authorized capita 
is $100,000, 

The company expects to seek admis 
sion to Illinois, Kentucky, 
and Ohio, and also some of the West 





















































sale of its stock. It states that it wil 























contracts, and that 
able to put a considerable amount o 
business on its books 
cost 
president, Mr. James J. Davis, 
the Loyal Order of Moose.” 



























































LIBERAL LIFE 
PANY, ANDERSON, IND, 






































surance Company. 
The assets and liabilities 






































1912. All its outstanding business wa 




















was a stock corporation with $100,00 











$302,628.44 





$2,392,653.00 | 


tends to complete the sale of the bal- 
ance of its capital in the near future; 
is 
underwriter for the stock which is be- 
ing sold at $20 per share, par value/| 
the statement 
printed above, which shows a promo- | 
tion expense of $2,949.60, which is 3% | 7: Betts, 
and surplus 
aggregating 
It also advised us that it 
expects to complete the organization 
We 


Michigan 
ern States, as soon as it completes the 


not make any extravagant commission 
it expects to be 


at a reasonable 


“with: the organization that our 
has in 


INSURANCE COM- 


Changes Name to the Liberal Life As- 


of this 
company were assumed by the Liberal 
Life Assurance Company at a meeting 
of the policyholders held on May 18, 


reinsured by the new company, which 


Lal . 
authorized capital. (See article upon 
it above. 


Deduct Assets Not Admitted. This company began business Janu- 

Furniture and Fixtures, ary 14, 1901. It operated as a mutual 

$1,916.80 legal reserve company, and had a very 

Premium Notes, Loans on slow growth up to the end of 1911. 

Policies, a) Premium Its management expenses were high 
in excess 0 eserve, 

$1,309.99 3,226.79 and the field expenses very excessive. 


Both participating and non-participat- 
ing insurance were written, There was 
a complete change of management 
early in 1912, when James J. Davis, 
supreme organizer of the Loyal Order 








policies .... ..-+. tee $198,232.42 | o¢ Moose, a social order, and his asso- 
Premiums paid in advance. 352.53 | ciates secured control. 
Unearned Interest seen 1,038.62 A detailed report upon this company 
Bills and Accounts due or will be found in our annual volume. 
ee eueee 400.00 
* Medical Examiners’ fees... 28.50 | war VALLEY SECURITIES COM- 
Taxes due on accrued...... 359.60 PANY, RICHMOND, IND. 
Bille Payable ...ccescecces 7,023.45 This is a business corporation 
Special Contract Dividends formed by Franklin T. Betts and his 
payable in 1912.......... 1,638.66 | associates in the operation of the 
Capital Stock ........++++- 50,000.00) Gem City Life Insurance Company of 
Unassigned Funds (Sur- Dayton, Ohio. It is stated that it was 
PIUS) oo. eee ee eer eeeee 43,554.44 | formed under the laws of New Jersey, 
| with $500,000 authorized capital; that 
$302,628.44 | its stock is $10 par value, and is being 
Business in force on paid |}sold at $20 per share. 


Its stated pur- 
poses are to buy and sell stock of in- 


|surance companies and to effect 
The Liberal Life Insurance Company |mergers and serve as fiscal agent in 
began business as a mutual legal re-|the amalgamation of other life insur- 
serve company on January 14, 1901. It | ance companies with the Gem City 
is reported upon in detail in our 1912/Life. In the light of the methods pur- 
annual volume. See article upon it|sued by Betts and his associates in 
elsewhere in this issue. |selling the stock of the latter, the 
This company advised us that it in- organization expenses of which were 


scandalously high, it is a fair assump- 
tion that the Securities Company is 
{simply another of the innumerable 
stock selling schemes formed by life 
insurance company promoters in the 
|last few years. 

Its officers are: President, Franklin 
president of the Gem City 
|Life Insurance Company; vice-presi- 
|dent, Rufus T. Betts, vice-president 
j|and superintendent of agencies of the 
Gem City Life; secretary, F. F. Mc- 
Ginnis, secretary and general counsel 
of the City Gem Life. 
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MICHIGAN STATE LIFE INSURANCE 
COMPANY, DETROIT, MICH. 
Elsewhere in this issue will be 
found an article dealing with the af- 
fairs of the General Founders Com- 
pany, the relation of which to this 
company has been the _ subject of 
numerous criticisms in former issues 

of this paper. 


1 
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MID-CONTINENT LIFE INSURANCH 
COMPANY, MUSKOGEE, OKLA. 
H. G. Baker Has Resigned as Presi- 

dent. 

Following a controversy between H. 
G. Baker, as president of this com- 
pany, and P. A. Ballard, State Insur- 
ance Commissioner of Oklahoma, on 
account of the excessive organization 
expenses revealed by an examination 
of the company early in 1912, Mr. 
Baker resigned his position as presi- 
dent of this company. According to 
reliable advices, he has not resigned 
as general counsel and director. Un- 


s 


0 
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der his contract with the company as 
general counsel, Mr. Baker is to re- 
ceive $5,000 a year for five years. 
There was considerable opposition 
to the re-election of the president and 
secretary of the company at the an- 
nual meeting in May, though both 
were re-elected. 

The Insurance Commissioner of Ok- 
lahoma refused to issue a permit to 
the company to transact business in 
1912, unless Mr. Baker resigned ag 
president. We have asked the insur- 
ance department to advise us whether 
or not Mr. Baker will be compelled to 
sever all connection with the com- 


pany. 


In the examination above referred 
to, which was conducted by Actuary 
Paul L. Woolston, dated March 28, 
1912, it was found that the company 
was open to criticism in a number of 
particulars. We reported upon this 
examination in detail in Best's Life 
Insurance News for June 1, 1912. 


READING LIFE INSURANCE 
PANY, READING, PA. 
This company, which has been 
process of organization for a number 
of years, went out of existence when 
the Corporation Funding and Finance 
Company, of Reading, Pa., which was 
promoting it, was placed in the hands 
of a receiver in May, 1912. The com- 
pany was to take over the business of 
the Reading Mutual Life Insurance 
Company, an assessment association. 
(See article upon the latter concern 
elsewhere in this issue.) It wrote 
some business durng its three or four 
years of operation, and its business 
has been reinsured by the Home Life 
Insurance Company of America, with 
head office at Philadelphia. 


COM- 


in 


READING 
ANCE 


MUTUAL 
COMPANY, 


LIFE INSUIR«A 
READING, PA. 


in the Home Life of 


Reinsured 

America. 
The original headquarters of this 
company weré at Philadelphia, Pa., 


but for the past few years it has been 
endeavoring to establish headquarters 
at various towns in Pennsylvania. It 
has been operating under the assess- 
ment laws of Delaware since Decem- 
ber, 1908, and early in June was re- 
insured in the Home Life Insurance 
Company of America, a legal reserve 
institution organized under the laws 
of Delaware, with headquarters at 
Philadelphia, Pa. (See detailed re- 
port upon it in our 1912 volume, and 
elsewhere herein.) 

This company had total assets at 
the end of 1911 of ,$62,337.86. Of this 
amount, $31,946.96 represented certifi- 
cates of deposit. The company’s total 
income for 1911 was $196,058.33, and 
its total disbursements were $138,488.- 
85. No reserve was charged as a lia- 
bility for the protection of contracts. 
Past Operations of the Company Un- 

profitable. 

We have reported upon this com- 
pany a number of times during the 
past few years, referring to its ex- 
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travagance and also to its contract 
with the Corporation Funding and 
Finance Company, of Reading, Pa., 
which was detrimental tothe life com- 
pany and very unfavorable to both 
policyholders and stockholders of the 
proposed new legal reserve life in- 
surance company which the Finance 
Company was formed to organize. 
Notwithstanding large sums of money 
were collected by the Finance Com- 
pany during the period in which it ap- 
peared to be promoting the Reading 
Life Insurance Company (the new 
stock concern), all of the funds so 
collected were dissipated by those 
managing. its affairs. Among those 
responsible for this condition were 
David W. Rothensies and Frederick G. 
Anderson. Rothensies was president 
and Anderson general manager of the 
life company. Both were also officers 
of the Finance Company. Rothensies 
resigned as president late in 1911. 
Shortly after that things became very 
warm for Mr. Anderson, and he also 
resigned. We have reported upon 
these matters fully in Best’s Life In- 
surance News. 


In addition to the work of promo- 
ting the new stock life insurance com- 
pany, the Corporation Funding and 
Finance Company had a contract with 
the Reading Mutual Life, by which it 
was supposed to finance that company 
during the period of organizing the 
new stock company. The Finance 
Company failed in its obligations to 
properly finance the Reading Mutual 
Life, and the contract between the 
two companies was abrogated early in 
1912. The Finance Company is now in 
the hands of a receiver. (See article 
upon it elsewhere in this issue.) 

The Home Life Insurance Company 
of Philadelphia advised us under date 
of June 14, 1912, that the reserve un- 
der the business taken over from the 
Reading Mutual Life was aomputed 
by the Insurance Department of Penn- 
sylvania, and that the assets were 
sufficient to cover it, so that no liens 
will be charged against the polices 
taken over. 


SHAWNEE LIFE INSURANCE COM- 
PANY, MUSKOGEE, OKLA, 


Must Make Good Impairment, 

This company has been notified by 
the Insurance Department of Oklahoma 
to discontinue transacting insurance 
business until its present impairment 
has been made good, We have not been 
advised as to the amount of impair- 
ment, but have written the Insurance 
Department of Oklahoma for such in- 
formation. 

This company was incorporated in 
January, 1910, with $1,000,000 author- 
ized capital. During its period of or- 
ganization, it ignored all of our re- 
quests for information. It was licensed 
July 1, 1911, and at the end of the year 
its paid in capital was $124,150. 

Its regular statement as filed with 





the Oklahoma Insurance Department 
was furnished to us by that Depart- 
ment. It showed admitted assets of 
$142,177, and a surplus over paid in 
capital and other liabilities of $13,453. 
The company transacted no insurance 
business in 1911. 

The Insurance Department of Okla- 
homa advised us under date of June 
22, 1912, that according to a recent 
examination of the company made by 
the Department, the company had ad- 
mitted assets of $72,251; non-admitted 
assets of $247,075, and a surplus of 
$56,129. 

In regard to prices at which stock 
of the company has sold, the Commis- 
sioner quoted a paragraph from a re- 
cent examination of the company as 
follows: 

“Stock was sold at any price deter- 
mined upon by McRae and was to net 
the company from $10.25 to $14.00 per 
share of $10.00 each, but as a fact, 
through various deals, the stock was 
sold at apparently any price above par 
that the company could obtain for it, 
while it would seem to some that it 
was sold at par.” 

The company expects to transact 
non-participating business only, and in 
addition to the regular forms, it issues 
what are termed “decreasing premium 
policies,” which we consider open to 
criticism. We understand that it has 
reputable backing. Some of the orig- 
inal incorporators are no longer con- 
nected with it. It was promoted by 
J. W. McRae, a professional promoter, 
but his name does not appear among 
the present officers and directors. We 
understand that he is no longer con- 
nected with the organization. The 
secretary of the company was formerly 
connected with the Metropolitan Life 
Insurance Company of New York. We 
are not advised in what capacity he 
was employed. 


SOUTH BEND LIFE INSURANCE COM- 
PANY, SOUTH BEND, IND. 


We understand that this company 
has been ordered to cease writing busi- 
ness by the Indiana Insurance Depart- 
ment until the balance of its authorized 
capital stock is subscribed. The com- 
pany was originally incorporated with 
$100,000 authorized capital, of which 
$50,000 was paid in, part in cash and 
part by stockholders’ notes. It began 
business June 29, 1910, as a stock com- 
pany, having succeeded The South Bend 
Life Insurance Company, a mutual 
legal reserve company, which began 
business May 4, 1907, 

The officers of the company have 
been endeavoring to dispose of the 
capital at $10 per share, which is the 
par value, At the end of 1911 the paid 
in capital was impaired $34,201, the 
amount remaining intact being only 
$15,799. Its assets at the end of 1911 
were $73,101. The insurance in force 
was $1,705,170, as against $2,007,500 at 
the end of 1910, The management ex- 
penses have been high, and the cost of 
new business very excessive. 


|us that certain of these 
| been dismissed. 


|}approved by the company, 





STANDARD LIFE INSURANCE 
PANY, CAMDEN, N. J. 


COM- 


Suits by Stockholders. 

Control of this concern is held by 
the Standard Securities Company, a 
business corporation, which secured 
this control by exchanging its own 
stock for stock of the Standard Life. 
Much litigation has grown out of this 
transaction, which was very detri- 
mental to the interests of the stock- 
holders of the Standard Life, though 
they mistakenly believed that the re- 
verse was true at the time the 
change of stock was made. In our 
issue of April 1, 1912, page 166, we 
stated that the company had informed 
actions had 
We commented upon 
the same matter in our issue of March 
1, 1912, pages 145 and 146; and we 
printed a very long and complete re- 
port upon the Columbus Securities 
Company, which controls the Standard 
Securities Company, in our issue of 
January 1, 1912, pages 107-109, in- 
clusive. 

On June 14, 1912, one of the attor- 
neys for the plaintiffs gave us the fol- 
lowing information concerning the 
two suits now pending in the Chancery 
Courts of New Jersey against the 
Standard Securities Company, the Col- 
umbus Securities Company, the Stand- 
ard Life Insurance Company, O. R. 
Farrar and the directors of the 
Standard Securities Company: 

“The first bill is te reseind the ex- 
change of stock which the directors 
of the Standard Life Insurance Co. 
induced their stockholders to make 
with the Standard Securities Co., on 
the plan outlined by Mr. Farrar and 
which was 
as follows: ist, Organize the Stand- 
ard Securities Co. with $240,000 capi- 
tal; 2d, Offer to exchange % of 
this capital stock, share for share. 
for 120,000 Standard Life stock, and 
further offer to exchange the other 120,- 
000 Standard Securities Co. stock for 
a like amount of bonds of the Colum- 
bus Securities Co. Thus Farrar, who 
controls the Columbus Securities Co., 
by his holdings of the majority stock 
of the Standard Securities Co., con- 
trolled the Standard Life Co., and this 
without putting a dollar of capital 
into the company. His next move 
was, after obtainirn@® 78 per cent. of 
the Standard Life stock, to call a 
meeting of the stockholders of this 
company and.reduce the par value of 
the stock to $100,000. The Standard 
Securities Co. then sold $16,000 worth 
of bonds to the Life Co., and next bor- 
rowed from the Camden Safe Deposit 
& Trust Co. $15,000 on a pledge of 
$35,000 of Life Co. stock, which had 
been exchanged for Securities stock. 
Thus Farrar claimed that he had put 
into the treasury of the company $50,- 
000 as a surplus, with which the Life 
Co. could continue business. Farrar 
is in absolute control of the Life Co., 
and forced Baxter, the vice-president, 
out of the Board and from office, at 
the last meeting of the company. 


More 


ex- 
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“At 
developed 
voted to 


the hearing of 
that in 1910 
increase the capital stock 
from $100,000 to $120,000. Subscrip- 
tions were obtained and $35,000 real- 
ized on these subscriptions, the sub- 
scribers . receiving their certificates, 
which were a re-issue of 2,000 shares 
of Life Co, stock, which the directors 
loaned to the company until the Bank- 
ing and Insurance Department would 
authorize the increase. The money 
realized was placed in the hands of a 
trustee, and subsequently disbursed by 
him, by order of the directors of the 
Life Co.; first, by repaying to them- 
selves about $8,000 which they had 
advanced to the company on an 
agreement not to refund the same to 
them, to make up a deficiency in the 
surplus; next, by an additional sum 
of about $4,000, and then the directors 
directed the trustee to pay $20,000 of 
this fund to the Standard Securities 
Co., which had in the meantime been 
organized, as a stock subscription for 
2,000 shares of its stock. The Stand- 
ard Securities Co. in turn gave to the 
Life Co. $15,000 of this fund, upon the 
distinct understanding that the same 
was not to be a claim nor to be re- 
turned by the Life Co. 

“You will observe that the trustees 
and directors of the Life Co. juggled 
this $35,000 fund and used it to their 
own advantage and for their own pur- 


this case, it 
the Life Co. 


poses, never treating it as the prop- 
erty of the Life Co., where it right- 
fully belonged, and it may be truth- 


fully said that the directors on the in- 
side sold their holdings in the Life Co. 

“The second suit is against the di- 
rectors of the Securities Co., who were 
likewise directors of the Life Co., to 
compel them to refund into the treas- 
ury of the Securities Co. the monies 
which it wrongfully gave to the Life 
Co. You will note that the Securities 
Co. owed no obligation to the Life Co., 
and the Securities Co. could not give 
away, as against its stockholders, its 
property or money, without receiving 
an equivalent. 

“We also make the point that the 
business of the Life Co. is being 
carried on by a holding company or- 
ganized under our general corporation 





| 





1912, with an authorized capital of 
$250,000. It advises us that the par 
value and present selling price of its 
stock is $5.00 per share; that there 
will be no promotion expenses, as the 
company will sell its own stock. It is 
not clear how this remarkable result 
is to be secured. The present Califor- 
nia law limits organization expenses of 
insurance companies to 15% of the par 
value of the stock. 

The principal organizer of the com- 
pany is Addison H. Hoover, who pro- 
moted the Sovereign Life Assurance 
Company of Canada and was its presi- 
dent for a short time. The Sovereign 
Life commenced business on March 1, 
1903. The organization expenses were 
very excessive, and the report of the 
Royal Commission which examined all 
Canadian companies in 1906, stated 
that there was a slight impairment of 
capital at the end of 1905, and that 
the three years of operation had cost 
the company $90,000, The report fur- 
ther stated that the prospectus used in 
selling stock was misleading in its 
reference to the management of the 
company, as it indicated that the di- 
rectors had exercised a general choice 
in the matter of who should be its 
president, while as a 
Hoover, who promoted the 


come the manager of it, the directors 





| ter, 


merely carrying out the arrangements | 


he proposed. There was a complete 
change in management of this com- 
pany on February 2, 1910, when a new 
board of directors was elected, 


new president to take the place of 
Hoover, who was forced out. His 
record in this and another promotion 
was bad. 

Chas, J. O'Leary, the secretary of 
this company, was secretary of the 


Sovereign Life at the time Hoover was 
connected with it. 

The incorporators are: Addison H. 
Hoover, William H. Jordan, Duncan 
McKinlay, Glenn B. Ashcroft and Geo. 
W. Lamos. 


The present officers of the company 


are: President, Addison H. Hoover; 
vice-presidents, W. H. Jordan and 
Duncan McKinlay; secretary, Chas. 


O’Leary; medical director, Dr. A. W. 


act, and as such this general corpora- | Morton; consulting actuary, Walter C. 
tion is indirectly engaged in the Life | wright. 


Insurance business, which is against 
the policy of our law. 

“These two sui are now pending, 
and an effort is being made to have 
the same dismissed for want of equity 
or multifariousness, and‘for want of 


parties. This issue will be tried out 
in the near future.” ; 
Anyone interested in the affairs of 


this company or the Columbus Securi- 
ties Company should also read our 
comments upen a deal made between 
the latter and the Empire Life Insur- 
ance Company, of Seattle, Wash., in 
our issue of April, 1912, page 161. 


STANDARD LIFE INSURANCE COM- 
PANY, SAN FRANCISCO, CAL. 
This company was incorporated un- 
der the laws of California, February 1, 


} 





The company will transact both par- 
ticipating and non-participating life 
insurance. It states that it will value 
according to the full legal reserve 
basis, and will not take advantage of 
the laws which permit, companies to 
value according to the preliminary term 
plan. It states that it will use the 
American experience 3% table for par- 
ticipating business, and the 34% table 
for non-participating business. 


STANDARD SECURITIES COMPANY, 
CAMDEN, N. J. 

This concern owns control of the 
Standard Life Insurance Company, of 
Camden, N. J., which control was ob- 
tained by exchanging stock of this 
company for that of the life com- 


also a} 
| Co-Operative 








pany. The stockholders of the latter 
have now instituted suits against this 
company, the Columbus Securities 
Company and the Standard Life to 
have this action rescinded. Details 
will be found in an article elsewhere 
in this issue, under the heading 
“Standard Life Insurance Company, 
Camden, N, J.” 

STATE MUTUAL 
COMPANY, 


LIFE INSURANCE 
ROME, GA, 


Changes in Lists of Officers and Dir- 


ectors Examined by Georgia 
Department. 
On May 28, 1912, extensive changes 


in the directorate and official list of 
this company were made. C. R, Por- 
president of the company, under 
whose administration the company 
was justly censured for gross ex- 
travagance, irregular investments and 
the use of many discreditable schemes 
for forcing growth, retired, together 
with his brother. John W. Maddox 
was elected president. He is a law- 
yer and ex-Congressman, having been 
elected to five Congresses, and was a 
Judge of the Superior Court at Rome, 


|Ga. He is sixty-four years old, and in 
matter of fact} 
company, | 


did so with the idea that he might be-| of the life insurance business. 


very good repute, but unfortunately 
wholly lacking in practical knowledge 


The 
who 


new treasurer 
has been since 


is E. D. Walter, 
May, 1911, secre- 
tary and treasurer of the Co-Opera- 
tive Agency Company, which ,carried 
on the field work for the State Mutual 
Life. Prior to his connection with the 
Agency Company, Mr. 
Walter's business connections were as 
follows: May, 1896, until the fall of 
1909, cashier of the National Bank of 
Brunswick, Ga.; from June, 1909, until 
September, 1909, president of the 
Georgia Bankers Association. On 
the latter date he resigned both posi- 
tions to assist in the organization of 
the Fourth National Bank of Jackson- 
ville, Fla., of -which he was cashier 
from June, 1910, until May, 1911, when 


he became connected with the Co- 
Operative Agency Company. 
The secretary, A. C, Wadsworth, 


who has held that position since the 
organization of the company, and the 
general manager of agencies, J. C. 
O'Dell, who has held that position for 
the past three years, were retained. 

Thompson Hiles was elected vice- 
president. He is a capitalist of At- 
lanta. 

The present officers promise sweep- 
ing reforms in the conduct of the af- 
fairs of the company, which, as stated 
above, have properly been the subject 
of the most severe censure. One of 
the officers recently stated to us that 
the home office salaries have been re- 
duced about $30,000 per annum. 

The changes in the directorate were 
sweeping. We are informed _ that 
none of the former directors was re- 
tained except A. C. Wadsworth, the 
secretary. The new directors are as 
follows: 

J. <A. Glover, president of the 
Anchor Duck Mills, Rome, and treas- 
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urer of Simpson Grocery Company, 
Rome; Thompson Hiles, capitalist, 
Rome; H. E. Kelly, president Cherokee 
National Batik, Rome; G. W. Lowden, 
oyster and fruit packer, Savannah; 
John W. Maddox, ex-Congressman, 
Judge of Superior Court, Rome; E, H. 
Mason, president National Bank of 
Brunswick, Ga.; G. H, Nixon, member 





firm Nixon & Wright, cotton factors, 
Augusta; A. C. Wadsworth; E. D. 
Walter, formerly president Georgia 
Bankers’ Association, cashier National 
Bank of Brunswick, Ga., and cashier 
of Fourth National Bank of Jackson- 
ville, Fla. 

Report of 


Georgia Department's 


cxamination, 


H. W. Buttolph, consulting actuary, 
of Indianapolis, conducted the latest 
examination of the company. His re- 
port is dated April 3, 1912, and there 
is attached to it a supplemental 
memorandum dated May 20, 1912, He 
deals with the condition of the com- 
pany at the end of 1911 in the first 
report, and includes a statement of 
income and disbursements for the first 
four months of 1912 in the supple- 
mental memorandum. Lack of space 
prevents our printing these reports in 
full. We shall refer briefly, however, 
to some of the more important figures 
and statements appearing therein. 

The total income for 1911 was 
$1,930,210.85, of which $192,088.78 was 
first year and $1,035,531 renewal 
premiums, Among the unusual] items 
of income are $142,100 received from 
the Co-Operative Agency Company, 
and $360,203.64 representing an arbi- 
trary increase of the book value of 
real estate owned by this company. 
The Co-Operative Agency Company 
transaction is explained by the exam- 
iner as follows: 

“During the there 
change in the contract 
Operative Agency 
modification of the 
for the cancellation 
and accounts on 


year has been 
of the Co- 

Company. This 
contract provided 

of all balances 
account of the trans- 
actions occurring prior to July 31, 
1911. In this transaction certain bills 
receivable held by the Agency Com- 
pany were turned over to the Insur- 
ance Company, and in order to bal- 
ance accounts, a valuation of $35,662.37 
was placed upon these notes. In addi- 
tion, the Co-Operative Agency Com- 
pany surrendered $142,100 par value 
of income certificates issued by the 
This is the item 
Which appears as an income in the 
financial statement.” 

Concerning the. extraordinary in- 
crease in valuation of the real estate, 
the examiner explained that the com- 
pany made a large loan to the Bridge- 
port Realty & Trust Company, of 
Bridgeport, Ala., which later changed 
its title to Bridgeport Realty & Trac- 
tion Company; that near the end of 
1911 the amount of the loan, with ac- 
crued interest, was $239,796.36; that 
the mortgage held by the company 
was foreclosed and the property taken 


a 


insurance company. 


company at a valuation of $600,000, 
which is $360,203.64 more than cost. 
The increase is about 150 per cent. of 
the entire original cost. The company 
contends that it is justified. In 
previous reports we have commented 
upon the character of the property, 
which has now passed into the com- 
pany’s possession. There is no doubt 
that every effort should be made to 


except at a very large reduction from 
the valuation now placed upon it by 
the company. 

Concerning the valuation 
real estate, the examiner says: 

“IT have been shown a certificate of 
Cyrus B. Brown, secretary and ex- 
official insurance commissioner for 
the State of Alabatna, to the effect 
that he has personally inspected and 
had appraised the Bridgeport prop- 
erty, and that the same is worth the 
amount at which it is carried by the 
company. I have also seen appraise- 
ment made of F, P, Jacobs, cashier of 
the J. C. Jacobs Banking Company of 
Bridgeport, which places the value of 
the property at $687,000; also one by 
W. D. Scarborough of the DeLoach 
Mill Manufacturing Company, placing 
the value at $746,500. Owing to the 
fact that it was thought desirable by 
you to have this report filed imme- 
diately, I have not had time to secure 
any independent valuation on either 
this property or that at Dennison, 
Texas. Should it, in your opinion, be 
necessary to secure such additional 
appraisements, a supplemental report 
will be filed.” 

Whatever its value, it is not a 
proper asset for a life insurance com- 
pany. 


of this 


During the year the company paid 
out cash surrender values to the 
amount of $348,083.72, and surrender 
values applied aggregated $13,557.02. 
Advertising, printing and _ stationery 
came to $20,431.22, and legal fees 
aggregated $18,651.60. The disburse- 
ments also include $20,553.43 of col- 
lateral loans charged off; $36,971.35 of 
bills receivable charged off; $27,820 of 
interest on income certificates, and 
$153,000 of income certificates re- 
deemed. The last item consists prin- 
cipally of the certificates surrendered 
in the deal with the Co-Operative 
Agency Company referred to above. 

The gross assets are set down at 
$3,856,788.09, from which $288,301.59 
are deducted as “not-admitted assets.” 
The principal items not admitted are 
collateral loans, with accrued interest, 
$87,443.33, and mortgage loans, $169,- 
112.50. In the supplemental memor- 
andum the examiner, under instruc- 
tions from the Georgia Department, 
reduced the amount deducted on ac- 
count of the mortgage loan, which was 
found to be inadequately secured, so 
as to give the company credit under 
this loan for the full appraised value 
of the property, instead of only 50 
per cent. of the appraised value. In 











over and entered on the books of this 


this ruling the Department is clearly 





dispose of it at the earliest possible | 
moment, though it is extremely doubt- | 
ful whether this can be accomplished | 








in error. The actuary was right in 
his original treatment of the item. 

The reserve is fixed at $3,280,021.06; 
and, after charging some items among 
the liabilities which were not set 
down by the company in its filed state- 
ment, the examiner gives credit in 
theoriginal report for $76,958.72 sur- 
plus—a very small margin of safe- 
ty. In the supplemental memorandum, 
referred to more in detail below, the 
surplus was placed at $204,085.98. 

The examiner comments upon the 
purchase by the company of certain 
old assessment contracts for the sum 
of $33,550.52, under authority of the 
Board of Directors. He criticises the 
management very sharply for this 
transaction, pointing out that it had 
the right under these contracts to 
collect whatever amount might be 
necessary to meet the claims there- 
under; that it had not done this, but 
had drawn upon other funds of the 
company to make payments on such 
policies, and that there is an “actual 
liability (though your Department, 
acting under the advice of the Attor- 
ney-General, has held that it is not a 
legal liability to be considered in the 
determination of the company’s sol- 
vency) of approximately $250,000 on 
account of future payments to 
made under such of these policies 
have already become claims by death.” 
The examiner points out that the com- 
pany, instead of increasing the assess- 
ments, bought up policies at a cost of 
$33,550, and paid also $3,000 as fees to 
the attorneys for policyholders and, 
$2,500 to the company’s attorneys. 
One of the latter informs us tnat his 
office was occupied with these matters 
almost exzlusively for about two 
months, so that this payment does not 
appear excessive. The question is sim- 
uly whether it was advisable to pur- 
chase these contracts, or to continue 
them, making a very heavy increase in 
assessments. 


be 


as 


The collateral loans deducted as not 
admitted assets amount to $87,000, of 
which amount $85,000 “is on account 
of notes given by T, C. Parker and 
$2,000 on account of a note given by 
the State Mutual Agency Company. 
This note is now past due, and as the 
security consists entirely of other 
notes, a large majority of which are 
overdue, it cannot be considered as 
an admitted asset. Of the Parker 
notes, $75,000 were given November 
10, 1911, at which time there was a 
modification in the contract of the 
Parker Agency Company. By this 
modification ten negotiable notes for 
$10,000° each, dated December 30, 1919, 
were cancelled and fifteen new notes 
for $5,000 each were taken, these new 
notes being non-interest bearing and 
non-negotiable. While it is true that 
certain stocks are held as collateral 
for these notes, yet the contract pro- 
vides that they need never be paid 
except as they can be paid by the ap- 
plication of the 5 per cent. renewal 
commission on all business now in 
force, or hereafter in force in the 
State of Florida, seven counties con- 
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Continuing, the report says: 


























1911,. note being due December 1, 1911, 
with interest at 7 per cent. Upon this 
note is endoysed ‘This note is non- 















































noted that the date mentioned in the/| building 


























the modification of the agency con- 











months past due and as it has been | 
































are serious doubts in my mind as to/| Parker 
whether the company intends to en- 
force collection or would be able to 
do so; consequently, I have deducted | 
it as a non-admitted asset.” 

The mortgage loan deducted in part 
as not admitted amounts to $230,220, 
and was made to the Hill City Land| 
Company, of Rome. An appraisal of | 
the property mortgaged placed its 
value at $122,215. The examiner | 
allowed the loan at 50 per cent. of the 
appraised value of the property, which 
is correct under the Georgia laws, | the 
which limit the amount an insurance | 
company may loan upon real estate to 
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1912, the 






















State Mutual, Rome, Ga.—Continued. ,Commissioner, however, on reviewing, Premiums, first year 
nected with an Alabama agency being|the report, allowed the loan for the| Renewal (less reinsurance). 378,933.69 


which are of little or no value. 
“The remaining $10,000 of the| The examiner charged the company 
Parker notes bears date of March 31, | with liability for payments to be 


Agency Company was ascer- 
taine® and the liability of the com-j|al security for the loan were surren- 


It must be remembered that all of 
these criticisms referred to actions of 
l the former management and that very 
substantial changes in the official list 
|have been made. The new president 
and treasurer had nothing to do with 
practices complained of. 

‘During 


50 per cent. of its market value. The|as follows: 


$15,680.80 


excepted. As the Parker Agency is no} full amount of the appraisal. The | Interest .......ccsosccceng 56,765.16 
longer a producing agency, there is,| company held as additional security | Rent ........seeectecscesess 400.00 
of course, no real value to these | for the loan its own income certifi-| Agency notes .....++++++++- 108,066.60 
notes.” }eates, amounting to about . $140,000, 


$559,846.25 
It paid $73,650 for death claims and 
annuities; $164,615.86 for cash values; 











made to the Parker Agency Company. | $56,687.38 for dividends, special con- 
This company agreed to’ pay to the 


agency company a 5 per cent, renewal 
negotiable and non-interest bearing |on the Missouri and Arkansas busi- 
after November 10, 1911.’ It will be|ness of the agency until the loss in 


tracts and coupons; $43,535.54 for com- 
missions; $25,374.16 for salaries, arid 
| other substantial amounts for the cus- 
|tomary expenses of a life insurance 


up the agency, estimated at|company, besides $123,486.62 for the 
endorsement is the same as that of | $40,000, was repaid; and it guaranteed 


that this 
tract. As this note is now four|be not less than $5,000 a year. 


| redemption of income certificates, This 
|}was in connection with a deal by 
The | which the mortgage loan on the prop- 


renewal commission would 


company was charged with the pres- | erty of the Hill City Land Companys 
non-interest bearing for almost five|ent value 


months, and no apparent attempt has| years. Later the precise amount of 
been made to collect the same, there|the payments to be made to the 


was foreclosed and the property deed- 
}ed to this company. Income certifi- 
eates of the par value of $138,000 held 
by the insurance company as addition- 


of $5,000 a year for otgms | 


account of those payments|dered. The value placed upon the in- 


was reduced from $34,369.77 to $21,-| come certificates surrendered was 
724.68, increasing the surplus $12,645.- $120,986.62, and the item quoted above 
09. This is mentioned in the supple- is that amount plus $2,500 paid in cash 
report. for surrender of some additional certi- 


ficates. 

The item in the 1912 “Income” desig- 
nated “Agency notes,” the _ report 
states, “is on account of notes accepted 
by the company some time ago in con- 
nection with certain agency contracts, 
which because of being entirely un- 
secured, and consequently a non-ad- 
the first four months of| mitted asset, were not carried upon 
income of the company was/|the books of the company until re- 
| cently.” 
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Continental Securities Cay, Winnipeg, Man. June 
Corporation Funding & Finance Co, Read- 

ET eS adie ah oreo ACP aale soaps oak pee ee July 
Empire Life, Atlanta, Ga. ——eeC 
General Founders Co., Chicago, Il. 
Georgia Life, Macon, Ga. ‘ y 
Gibraltar Life, Paris, RA eine June 
Globe Life, Jonesboro, Ark 
Great Northern Assur. Co., Winnipeg, Man. June 
Great Southern Life, Houston, Tex. 
Greensboro Life, Greensboro, N. 















































oeccese 18 Ind. « .sc0 


sereree 5 | Ohio National Life, Cincinnati, O 
Jeevews 5 | Pacific Mutual Life, Los Angeles, Cal 


A ae 21' Prudential Ins. Co., Newark, N 
nieh abe 21 | Reading Life, Reading, Pa 
ms wie ee Reading Mutual Life, Reading, Pa 


Month. 
An Example of State “Supervision” ...... July .. 
Consulting a Physician (Legal Notes..... June 
Georgia’s Crime. es ee et A ee June 
Heirs of Beneficiar. y Take Gagel Notes). Jaly .. 
Irrepressible ...... eG | ee ae eee was i 
Se, PONE ia Cats wea daeeasees cee June 
COMPANY REPORTS. 2 
Alberta-Saskatchewan Life, Edmonton, 
ES cdlndate 2c) Onis» 6b blein ee aces June .. 
American Assurance Company, Philadel-— 
eee a ee July .+ 
American Bankers, Chicago, Ill........... peiy . <. 
Americans, The, Springfield, Ill........... duly .. 
Ammoabio Lite; Wacd; TOR) occ ic coe cece July 
Atlantic States Life, Augusta, Ga ........ June .. 
Bankers’ Interntl Life, Austin, Tex.:.... June .. 
Cherokee Life, Rome, Ga... .. .. 1. .eeeees June .. 
Columbus Securities Co., "Philadelphia x 
EE. Aas bao a.n.6-06. 6 oe PERE 9.0 Oe July .. 
Conservative Life, South Bend, Ind. ...... July .. 


ouehin on 21 | Shawnee Life, Muskogee, Okla 





: Company Report. Month. Page. 
age. 
par re 14| Gulf Coast Life, Gulfport, Miss .........,Jume ........-- 6 
sowuntes 3|Home Life Ins. Co. of America, Wilming- 
1\ ton, Del.; headquarters, Philadelphia, 
he ec 15 | |, A er ee SARE REE ere 
abe Jefferson Standard Life, Raleigh, N. C MN 12k wig batolon 
dencawes 13 e > 
wa cuvsee one 
co as lia Lexington Life, Lébanon, Ind. .......:..e9UME ........- 7 
} | LAberal Life Assur. Co., Anderson, Ind....July .........28 
| Liberal Life Ins. Co., Anderson, Ind ...... Ee 
Louisiana National Life Assur. Soc., New z 
oeecece 1 a atone) SR et > 


|Miami Valley Securities Co., Richmond, 


18 | Michigan State Life, Detroit, Mich ...... 
18 | Mid-Continent Life, Muskogee, Okla ...... 


enews 20 | iattone) Protective Legion, Waverly, 


4|North American Life, Chicago, Ill........ 
| North American Life, Newark, N. J. 


| Pan American Life, New orien LM. 205 


San Antonio Life, San Antonio, Tex’ 























teeeee 2d South Bend Life, South Bend, Ind ....... 

gust at 2 s | Somehere States Mutual Life, Charleston, 

sala aera 33 w. RS EEG: oe 12 
cewceees 5 | Standard Life, ‘Camden, | ON SR ee oer 
ons ware . | eens Life, San Francisco, Cal ....... 2.2... eee eee 26, 
soneese Camden, N. J....July ........-26 
PRS, Rome, Ga REE SE EE ee 
eececes 6 Wentern Vite Assur. Co., Winnipeg, Man: June .......+.42 


euiered 23 | Western Life Indemnity Co., Chicago, Ill. June ........ "12 





